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THE GENERAL PRICE LEVEL AND REAL ESTATE 
HE chart above shows the fluctuations in the general price level in 
[|e United States from 1810 to the current month. The broken lines 
shown at different periods show values on a gold basis as apart from 
values in irredeemable currency. The broken line during the past few years 
shows values in gold on the pre-revaluation basis. 


This chart shows quite clearly that monetary disturbances which 
accompany war cause tremendous price inflations,which subside gradually to 
substantially the pre-war level. The period of subsidence has always been 
a depression period. 


The present period is different from the past in one respect-- 
we have revalued our dollar in gold. 


3 , Prices in the United States have risen during the past two 
years. Prices in the pre-revaluated dollars, however, are lower now than 
= they were at the time of the bank collapse. The rise in dollar prices has 
been largely due to the fact that our dollars are smaller. This is quite 
apparent on the chart. 


It seems quite reasonable to suppose that prices in told have 
fallen too far during the depression and that during the next few years 
they will rise materially. If they do, prices in our 59 cent dollars will 
rise above the 1926 level. This rise will be accelerated by a credit in- 
flation which,considering our present monetary policies, seems inevitable. 

(continued on page 456) 
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THE GENERAL PRICE LEVEL AND REAL ESTATE (continued from page 453) 


But how will this affect real estate? Our studies have shown 
that over a period of years rents and values are affected tremendously by 
changes in the general price level. The chart at the bottom of this page 


shows the effects on average advertised apartment rents per month per room 
in Saint Louis of both the rise in the general price level during the lat- 
ter part of the war and the drop since 1929. After studying such figures 
as do exist on rents during these periods in twenty-six metropolitan areas, 
we believe that these Saint Louis figures are fairly representative of the 
changes which were taking place. 


If the general price level returns to the 1926 level or goes 
above, it seems to us that rents and values will recover at least the 
amount they have lost during the depression. It is quite interesting to 
note that apartment rents during the worst of the depression sank to prac- 
tically pre-war ievels. It is also interesting to note that at the pres- 
ent time they are rising at about the same rate at which they rose at the 
beginning of the last boom. 


Advertised rents of single family dwellings did not sink so low, 
as can be seen on the chart at the bottom of the opposite page. Apartment 
rents prooably dropped further due to the fact that the retardation of the 
marriage rate during the depression has reduced the number of two-person 
families, and due to the doubling up in older, larger type units of fami- 
lies formerly living in apartments. (All vacancy surveys have always shown 
that doubled families rarely live in apartment units, as the space is too 
limited for more than one family.) This shifting of families from the one 
type of unit to the other during the depression exaggerated apartment va- 
cancy and lessened vacancy in single family dwellings--accordingly, the 
difference in the percentage of drop in rents in the two classes, 

(continued on page 457) 
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‘Teentioued from page 456) 
We can see nothing less than rent control legislation which 
could stop the rise in rents short of the last boom levels. We think there 


is some chance that rents,for both single family dwellings and apartments, 


will go far beyond that point. 


The eventual levels of building cost are, of course, the final 
determinant of building value. If costs not only maintain their present 
heights but go higher, as seems almost inevitable, the efforts of the 


government to stimulate any great volume of new building in advance of the 
fail just as all of its efforts have failed 


Until rents and values on existing build- 
ings rise to the point where it is apparently about as cheap to build a 
new structure as to buy one already built,new building will not boom. This 
has always been the sequence of events in the past, and we see nothing in 
the present picture which would lead us to believe that it has changed. 


rise in rents and values will 
since 1931 for the same reason. 


On the other hand,whenever the housing shortage in any community 
has caused values of properties already built and purchasable for cash to 
rise to their replacement cost level, building will start in that place; 


and very little can then be done to stop it. 


new building will undoubtedly start in many communities for this 
reason before it does in others. Some few scattered communities have al- 
ready developed the rent-raising shortage and have experienced rises suf- 
ficient to give feeble encouragement to building. By and large, however, 
throughout the United States we have not yet even approached that point; 
and as a result, we are now building at the rate of five and a third new 


family accommodations per month per ten thousand families in contrast with 


an average of sixty-five per month per ten thousand families maintained 


during 1925. 
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FORECLOSURES IN THE UNITED STATES 


chart below shows the variation in the number of foreclosures in 
961 urban and rural communities in the United States from January,1932 
to August, 19355. The percentage of increase or decrease in the figures 














from month to month can be read by [lo .—— 

the use of the small insert scale. FORECLOSURES nt BO COMMUNITIES 

The dash line shows a preliminary cana aaa ss 

fissure for September. anime 

20+4—4 

The drop in the foreclosure s+} 

rate since March is the most rapid 1o+}—12 

we have yet experienced. The final “a BX 

figure for August is 22.2% below ¢ | ie 

the high in 1933, and the prelimi-| 8 | 

nary figure for September is 28.5%| § | | ‘ 

below. Foreclosures are now lower |,,,, | 

than they have been at any time 1932 1933 93488 1936 

since the bank collapse. The rapid drop in the last half of the year was 


forecast in the January, 1955 forecast issue of the Real Estate Analyst. 


FLUCTUATIONS IN THE PRICES OF REAL ESTATE BONDS 


HE chart below shows the average fluctuations month by month in the 

bid prices of a selected list of office and hotel building real estate 

bonds, described on page 447 of the September Real Estate Analyst. The 
Jetober prices on office building bonds were rather consistently lower on 
practically the entire list of buildings. The hotel building bonds in our 
list showed no consistent trend, some showing advances which were offset 
by comparable declines in others. 
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| FEDERAL HOUSING 
i HE Housing Division of the Public Works Administration on October 2, 
J * Ts had practically completed three thousand family accommodations in 
seven cities and had 25,700 more in thirty-one cities either started 
or approved. All of those completed were of the limited dividend variety, 
where the equity is owned by a local corporation and an 85% loan was made 
by the government. The remainder are all direct federal projects with no 
private interests whatever. The table below shows’ the present status of 
all projects and the number of family accommodations provided by each. 
Completed or Approved,Sites 
nearing Under Secured or in Proc- 
Completion Construction ess of Assembly 
Number of Family Accommodations 
Alta Vista, Va. 50 
Atlanta, Ga. 1,279 
! Atlantic City, N.J. 557 
Birmingham, Ala. 712 
| Boston, Mass. 1,191 
| Bronx, New York City 1,416 
Buffalo, N.Y. 893 
Cambridge, Mass. 579 
Camden, N.J. 595 
Charleston, S.C. 291 
Chicago, Ill. 1,896 
Cincinnati, Ohio 1,278 
e * Cleveland, Ohio 654 1,232 
Columbia, S.C. 162 
Dallas, Tex. 215 
| Detroit, Mich. 1,925 
| Euclid, Ohio 43 
Indianapolis, Ind. 1,034 
Jacksonville, Fla. 253 
Lexington, Ky. 550 
Louisville, Ky. 403 
Memphis, Tenn. 1,329 
Miami, Fla. 255 
Milwaukee, Wis. 458 
Minneapolis, Minn. 694 
Montgomery, Ala. 158 100 
Nashville, Tenn. 738 
New York City 2,754 
Oklahoma City, Okla. 559 
| - Omaha, Nebr. 483 
Philadelphia, Pa. 284 540 
Queens, New York City 960 
Raleigh, N.C. 54 
Saint Louis, Mo. 252 
Stamford, Conn. 165 
Washington, D.C. S22 
Wayne, Pa. 62 
@ ie Total 3,059 3,125 20,551 
GRAND TOTAL 26,7355 
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| | 
= , 
| EXCLUSIVE OF APARTMENTS | | | | | | 
PRR NER SEE rEELCEE eee 
< i ve ‘ —= or oe a ] 7 rT rr 
< | 1 oe ai Xo 9 ae = = | 
5 | ~ Leer ys Lt tt tt 
W N on on YT) al 1 
< | | | | f° shot 
Ee | ~ | | | | 4 Ss 6.3% 
S| | | N77 | penne, | |_| 
*s— t—— = st —- 4.7% — 
r | \7wo FAMILY DWELLINGS <a a= 4.6% 
b Ne V oa | | | | TT | | | | 
L | Ly ae, a ee 4 | | | | | 
|_| | Nee 
| | a || | | | 5% 
a DEC. | JAN.| FEB. |MAR.| APR.| MAY |JUN. sur. |auc.|sep. |oct. NOV. |DEC.| JAN.| FEB. | MAR. APR.) MAY ae ey a ocT. -™ DEC. 
1933 1934 1935 
OTAL residential vacancy Month Vacancy % Absorption 
o e T= Saint Louis showed November '32 28,207 12.8 
4 practically no change September '33 235,554 10.4 894 
during the past month, al- October 22,460 10.0 2,010 
though there were some November 20,450 9.1 -900 
changes in the relative show- December 21,550 9.5 1,102 
ing of various types of January '354 20,248 9.1 1,598 
units. Heated apartments February 18,650 8.5 1,100 
and single family dwellings March 17,550 7.8 900 
showed some further absorp- April 16,650 7.4 1,950 
tion of vacancy,while two or May 14,700 7.5 1,200 
more family dwellings,exclu- June 13,500 6.0 -500 
sive of heated apartments, July 14,000 6.5 0 
showed a slight drop. August 14,000 6.5 400 
September 13,600 6.1 1,100 
There are now 19,175 October 12,500 D6 400 
fewer vacant dwelling units November 12,100 5.4 0 
than there were in November, December 12,100 5.4 -1800 
1932,when there were 28,207. January '35 13,900 6.2 0 
This is an absorption of 68% February 13,900 6.2 300 
However, the peak of vacancy March 15,600 6.1 5,670 
probably came five months April 9,930 4.5 180 
later, in April, 1955. It is May 9,750 4.4 -950 
believed that by that time June 10,'700 4.8 0 
vacancy had increased to July 10,700 4.8 500 
more than thirty thousand. August 10,200 4.6 1,100 
é e Less than thirty per cent of September 9,100 4.1 70 
the number of dwelling units October 9,050 4.1 
vacant then are still vacant. Absorption since November '3 19,175 
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